MEMORANDUM
TO: BOARD OF FENANCE
FROM: AMBER THIBEAULT, DIVISION MANAGER OF GOVERNMENT AND REGULATORY
ATFFAIRS

SUBJECT: UPDATE ON 2009 AUDIT MANAGEMENT LETTER
DATE: 7/9/2010
CC: CHRISTOPHER BURNS, GENERAL MANAGER

As reported.a few weeks ago to the Board of Finance, Burlington Telecom developed 2 checklist to address alf
of the identified deficiencies in the management letter. All of the deficiencies had 2 cure date of June 3G, 2010.
As of June 30, 2010, Burlington Telecom zectified all of the deficiencies with the excepnon of four including:
the procedure to capitalize assets more than once in 2 year; a procedure to maintain the current asset sahedule
obtain depreciation software and no contracted employees. The updated checklist is attached to this
memoranduam.

Buslington Telecom met with Rick Brigham from Sullivan & Powers and discussed the first three items related
to capitalization of the assets and depreciation software. Burlington Telecom has utilized a spreadsheet to keep
track of capital assets. The auditors have stated to BT that the use of a spreadsheet in lieu of software is
acceptable provided that the mechanisms aze in place to update the spreadsheet and verify formulas. Pursuant
to this conversation, Butlington Telecom developed the policies related to the spreadsheet and the

policies/ procedures related to capitalization more than once in a calendar year. These policies were completed
on July 7, 2010, which leaves only one remaining item on the management letier.

In regards to the contracted employee piece of the management letter — Budington Telecom. was unable to
remedy this deficiency due to the City Council resolution passed as part of the budget process which made the
General Manager 2 consultant for another three months. However, Burdingtoa Telecom was fully prepared to
make this a salaried City employee position. In that regards, BT included the General Manager salary in the
budget for FY11. Buthngton Telecom will look to zemedy this deficiency at the end of the three-month
agreement by bringing the General Manager on as a full-time salaried City employee. Therefore the new
deadline for cuting this deficiency 1s October 1, 2010,

It should also be noted that BT has developed an additional compliance checklist which is attached to this
memotandum. This places an emphasis on the Division Manager of Government and Regulatory Affairs to
verify that the policies and procedures that were developed in response to the FY09 management letter are
being implemented.

if you have any questions please do not hesitate to contact myself or Chris Burss,
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Activity Department Time Type of Evidence Compliance
Capitalization of assets Billing Annual: June 30 Copy of Capitalization
Maintenance of current
asset schedule Billing Annual: June 30 Copy of Schedule

Capifalization of service
installation

Outside Piant

Si-Annual: June 1 and
Jan 1

Report of Capitalization

Video Revenue Audit

Billing/Net Ops

Quarterly: Jung 1, Sept
1, Dec 1 and March 1

Report

Verification of Eustis Bills

Outside Plant

Quarterly: June 30,
Sept 30, Dec 30 and
March 30

Selection of random biils

Audii of Billing Master File

Billing

Quarterly: June 30,
Sept 30, Dec 30 and
March 30

Screen Shots

Bad debt Reserve

Billing

Annual: June 30

Copy of Ledger

Internet Revenus Audit

Billing/Net Ops

Quarterly: June 1, Sept
1, Dec 1 and March 3

Report

Telephone Revenue Audit

Billing/Net Ops

Quarterly: June 1, Sept
1, Dec 1 and March 1

Report

Verification of credit

Bi-Annual: March 31

procedure Customer Service and Qctober 15 Affidavit of Verification
Annual review of SAS 70
with GM Billing Annual: June 1 Affidavit of Verification
Verification of
reconciliation of billings to Quarterly; June 1, Sept
general ledger Billing 1, Dec 1 and March 1 Copy of reconciliation
Book CABS Accounts
Receivabie Biliing Annual: June 30 Copy of Booking
Useful Lives Adjusiment Bifling Annual: June 30 Copy of Adjustment




